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If you are delinquent on one or more of your home loan payments, you may be facing foreclosure.  If this is the
case, there are some alternatives available.

1.  PAY THE DELINQUENCY – This is the most obvious solution.  But what some people don’t know is that
between the dates when notice of the sale of your home is published and when the sale takes place, many banks
will accept payment of the full delinquency and reinstate the loan.  Of course, because payments are late,
penalties will usually be added on and there may be certain legal costs if foreclosure has begun.  This is a good
alternative for those who can raise outside funds from friends or relatives.  Many lenders will require “certified
funds” such as cash, certified checks, etc. to reinstate a loan.  You should be aware that if interest rates have
gone up since you took out your loan, the lender may refuse to let you reinstate the loan, preferring instead to
foreclose and resell the home at the higher interest rate.

2.  FOREBEARANCE/REPAYMENT SCHEDULE -  The most common way to resolve a loan default is to work
out a plan with the lender whereby you repay part of the delinquency amount each month, along with your regular
monthly payment.  If you temporarily cannot make your regular monthly mortgage payment, the lender might
consider “forebearance” which means that for a period of time payments will be suspended or partial payment
will be accepted until you can start a repayment schedule.  If you know you will be able to resume making regular
payments at a specific time in the near future, this might be a good alternative to explore with your lender. 

3.  PAYMENT ASSISTANCE -  Many state and local governments, as well as private charitable organizations,
have programs that will pay all or part of your mortgage obligation for a fixed period.  The veteran’s
Administration is a good source for locating this type of assistance.

4.  REAMORTIZATION -  Past amounts due on the mortgage are added on to your total loan balance.  You start
fresh, paying the next month’s mortgage amount as it comes due.  This increases your loan amount and will also
increase your monthly payments.  Some lenders may extend the life of the loan at the same time, thereby
keeping any increase in payments to a minimum.

5.  PRIVATE SALE -  If you are pretty sure you cannot reinstate the loan and cure the default, a private sale will
allow you to pay off your obligation and receive any equity that is left over.  You can sell to a buyer who gets his
own financing or you can sell to someone who will assume your responsibility for the loan.  If the buyer is
assuming your loan, be sure to work this out with your lender, as the new buyer will have to be approved before
assumption of the loan is allowed.

6.  DEED IN LIEU OF FORECLOSURE –  If you will be unable to cure the default and a private sale is not
realistic, the lender may agree to accept a deed in lieu of foreclosure.  For this to occur, there can be no liens on
the home.  Essentially, you are giving the property to the lender and they are agreeing to charge you nothing
more under the loan.  When they re-sell your property, if they receive less that what you wed on the loan at the
time the deed was executed, you will be assessed the deficiency amount.  Deeds in lieu probably will not be
accepted by the mortgage holder if there are junior liens on the property, because in that case foreclosure is
necessary for the mortgage holder to obtain clear title.  There are also tax consequences for forgivensess of any
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portion of the loan.  Under the federal tax code, forgiveness of debt is generally treated as taxable income to the
debtor.

7.  REFUNDING -  If you have a GI loan, the VA has the authority to buy the loan outright from the bank and
take over servicing.  This is a good alternative to explore if you are now able to make your mortgage payments,
or you will be able to in the near future, but the lender has decided it cannot give you any more time or it is
unwilling to work out a repayment plan.

8.  REFINANCING -  You may try to refinance your mortgage at a lower interest rate with a longer payment
period, thus reducing your overall monthly payments.  Be aware that there most likely will be increased finance
charges that result from extending the repayment period or for a multitude of other reasons.

LEGAL ASSISTANCE APPOINTMENTS
For an appointment to see a legal assistance attorney, please contact the Legal Assistance Office, located in
Building 610, Naval Air Station North Island, by telephone at (619) 545-6278
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